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FEDERAL  TRADE  COMMISSION 
16  CFR  Ch.  I 

Improving  Government  Regulations; 
Semiannual  Regulatory  Agenda 

agency:  Federal  Trade  Commission. 
action:  Semiannual  regulatory  agenda 

SUMMARY:  The  following  agenda  of 
Commission  proceedings  is  published  to 
comply  with  the  Federal  Trade 
Commission  Improvements  Act  of  1980. 
Pub.  L.  96-252  and  the  Regulatory 
Flexibility  Act,  Pub.  L  96-354.  Each  item 
reflects  the  Bureau  of  Consumer 
Protection’s  assessment  of  events  that  it 
expects  will  occur  in  the  listed 
proceedings  sometime  during  the  coming 
year.  No  Commission  determination  on 
the  need  for  or  the  substance  of  a  trade 
regulation  rule  or  any  other  procedural 
option  should  be  inferred  from 
inclusions. 

Several  of  the  items  concern 
proceeding  that  potentially  may  affect  a 
substantial  number  of  small  businesses 
as  that  term  is  used  in  the  Regulatory 
Flexibility  Act.  Such  proceedings  are 
indicated  in  this  agenda  by  the  term 
"Regulatory  Flexibility"  immediately 
below  the  title  for  the  proceeding. 
Whether  any  such  proceeding  will  result 
in  a  rule  which  is  l^ely  to  have  a 
significant  economic  impact  on  such 
entities  depends  upon  final  Commission 
determinations  on  the  need  for  or  on  the 
substance  of  a  trade  regulation  rule. 

The  views  expressed  in  these  entries 
are  those  of  the  FTC  staff,  based  upon 
information  now  available.  These  views 
should  not  be  regarded  as  a  final  stafi 
position,  nor  should  they  be  attributed 
to  the  Commission  itself.  The 
Commission  will  address  the  issues 
presented  when  it  considers  each  staff 
proposal. 

Each  agenda  item  is  based  on 
projected  timing  of  future  Commission 
action.  Discovery  of  new  information, 
changes  in  circumstances  or  in  the  law 
may  alter  the  projected  dates. 

FOR  FURTHER  INFORMATION  CONTACT. 
Sylvia  J.  Miller,  Assistant  Director  for 
Management  and  Budget,  Bureau  of 
Consumer  Protection,  Federal  Trade 
Commission,  Washington,  D.C.  20580, 
(202)  523-3921. 

Food  Advertising 

(39  FR  39842,  Nov.  11, 1974;  40  FR  23086,  May 
28, 1975;  41  FR  8980.  March  2. 1976} 

The  Rule 

The  rule  would  promote  accuracy  in 
food  advertising  claims  by  standardizing 
certain  terms  and  requiring  disclosure  of 
material  iiiformation  in  the  following 


areas:  natural  food  claims:  energy  and 
weight  control  claims;  and  fat,  fatty 
acid,  and  cholestm'ol  claims.  Foods 
could  be  advertised  as  natural,  if  such 
foods  contain  no  artificial  or  synthetic 
ingredients  and  are  not  more  than 
minimally  processed.  If  a  food  has  been 
more  than  minimally  processed,  it  could 
nonetheless  be  advertised  as  natural,  if 
either  the  processed  ingredients  or  the 
processes  themselves  are  disclosed. 
Additionally,  natural  foods  would  not  be 
advertised  as  inherently  superior  simply 
because  they  are  natural. 

Advertisements  making  energy  claims 
would  have  to  disclose  that  the  claims 
mean  that  the  food  provides  calories. 
Weight  control  claims  would  have  to 
disclose  the  number  of  calories  in  a 
serving  of  the  advertised  food  (unless 
the  food  meets  FDA  standeurls  for  a 
"low  calorie”  food). 

Finally,  the  rule  would  deal  with  two 
types  of  fatty-acid  and  cholesterol 
claims;  content  claims,  which  simply 
state  the  content  (e.g.,  no  cholesterol), 
and  health-related  claims  which  refer  to 
heart  or  artery  disease.  As  to  content 
claims  about  cholesterol  or  fatty  acids, 
the  rule  would  require  disclosure  of 
either  the  amounts  of  the  other  dietary 
constituents  thought  to  be  related  to 
heart  and  artery  ^sease  or.  in  broadcast 
media,  a  disclosure  that  the  advertised 
food  contains  these  other  components 
and  the  label  may  be  consulted  for 
precise  information. 

As  to  health  related  claims,  the  rule 
would  prohibit  certain  claims  that  are 
unsubstantiated  or  false.  All  remaining 
claims  in  this  area  may  be  made,  so  long 
as  the  advertisement  ^scloses  the 
existence  of  a  scientific  controversy 
concerning  the  relationship  between  fat 
and  cholesterol  in  the  diet  and  the  risk 
of  heart  or  artery  disease. 

The  staff  is  presently  writing  a 
statement  of  basis  and  purpose  and 
related  documents. 

Objectives 

The  rule  is  designed  to  ensure  that 
consumers  have  accurate  and  reliable 
information  on  nutrition  quality  by 
preventing  deception  in  food 
advertising.  The  "natural  food”  section 
is  intended  to  remedy  the  deceptive  use 
of  the  claim  that  a  food  is  “natural”.  The 
energy  section  would  prevent  consumers 
from  being  misled  into  believing  that 
something  other  than  the  caloric  content 
of  the  food  provides  energy.  Weight 
control  claims  would  trigger  a  disclosure 
to  consumers  that  would  permit  them  to 
choose  foods  based  on  accurate 
information.  Fatty  acid  and  cholesterol 
claims  would  be  limited  to  prevent 
deceptive  claims  relating  to  heart  or 
artery  disease.  Advertisers  would  be  ^ 


prevented  from  deceptively  overstating  ' 
the  health  benefits  of  particular  foods. 

Legal  A  uthority 

Federal  Trade  Commission  Act, 
sections  5, 12, 15  and  18, 15  U.S.C.  45,  52, 
55  and  57(a). 

Timing  \ 

Final  Commission  Action — April  1982. 
Responsible  Person 

Melvin  H.  Orlans,  Division  of  Food  and 
Drug  Advertising,  Bureau  of  Consumer 
Protection,  Federal  Trade 
Commission,  Washington,  D.C.  20580. 
(202)724-1529 

Amendment  to  Trade  Regulation  Rule 
Concerning  Preservation  of  Consumers* 
Claims  and  Defenses  (“Holder-in-Due- 
Course  Rule"),  16  CFR  Part  433 

(40  FR  53506,  November  la  1975) 

Regulatory  Flexibility 
The  Amendment 

The  original  rule,  which  took  effect  in 
May  of  1976,  requires  sellers  to  ensure 
that  credit  contracts  used  in  consumer 
installment  sales  and  purchase  money 
loans  (loans  made  to  ^ance  a  purchase 
fit>m  a  seller  with  whom  the  lender  has 
a  working  relationship  directed  at 
consumer  sales)  contain  a  provision 
which  makes  any  holder  of  the  contract 
subject  to  all  legal  claims  and  defenses 
related  to  the  sale  transaction  which  the 
buyer  may  have  against  the  seller. 

The  amendent  would  extend  to 
creditors  who  make  purchase  money 
loans  or  purchase  retail  installment 
contracts  the  obligation  to  ensure  that 
credit  contracts  contain  the  required 
provision.  The  amendment  also  would 
make  a  number  of  technical  revisions  in 
the  rule,  including: 

1.  The  definition  of  “purchase  money 
loan”  and  certain  associated  terms 
would  be  clarified  but  the  imderlying 
meaning  would  not  be  changed. 

,  2.  The  language  of  the  required 
contract  provision  would  be  changed  to 
make  it  more  readable  and  to  make 
explicit  the  idea  that  the  provision  only 
preserves  claims  and  defenses  related  to 
the  sale  financed  by  the  creditor 
contract  The  legal  meaning  of  the 
contract  provision  would  not  be 
changed. 

3.  Lenders  would  be  permitted 
to  add  to  the  required  contract  provision 
a  specified  clause  which  frees  them  from 
liability  for  claims  and  defenses  where  a 
consumer  tells  them  that  loan  proceeds 
will  be  spent  at  a  seller  with  which  they 
are  affiliated,  but  actually  spends  the 
proceeds  at  a  different,  unaffiliated, 
seller. 
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4.  The  amendment  would  add  a 
provision  indicating  that  businesses 
violate  the  rule  only  if  the  violative 
actions  are  engaged  in  with  actual  or 
implied  knowledge  that  they  are 
prohibited  by  the  rule. 

5.  The  minimum  size  of  type  in  which 
the  required  contract  provision  would 
have  to  be  printed  would  be  reduced,  in 
order  to  lessen  the  amount  of  space  the 
provision  would  teike  up  on  contract 
forms. 

6.  In  credit  contracts  required  by  law 
to  be  in  Spanish,  a  Spanish  version  of 
the  required  contract  provision  would 
have  to  be  used. 

The  staff  is  presently  preparing  a 
statement  of  basis  and  purpose  and 
related  documents  for  submission  to  the 
Commission. 

Objectives 

The  underlying  objective  of  the 
amendment  is  the  same  as  that  of  the 
original  rule — to  ensure  that  a 
purchaser’s  duty  to  pay  is  not  separated 
from  sellers’  duty  to  perform  as 
promised  when  consumer  sales  €u« 
financed  by  third  party  creditors  or 
purchase  money  lenders. 

The  extension  of  compliance 
obligations  to  creditors  is  intended  to 
encompass  within  the  rule  all  parties  to 
the  practices  covered  by  the  rule.  It 
should  also  enhance  enforcement  of  the 
rule  because  in  many  transactions 
covered  by  the  rule  creditors  play  an 
important  role  in  determining  the 
content  of  contracts.  The  ted^cal 
changes  made  in  the  rule  by  the 
amendment  should  make  the  rule  easier 
for  consiuners  and  businesses  to  work 
with  and  understand. 

Legal  Authority 

Federal  Trade  Commission  Act 
Sections  5  and  18, 15  U.S.C  45  and  57(a). 

Timing 

Final  Commission  Action — ^March, 
1982. 

Responsible  Person 

David  Williams,  Division  of  Credit 

Practices,  Bureau  of  Consumer 

Protection,  Federal  Trade 

Commission,  Washington,  D.C.  20580, 

(202)  724-1100 

Funeral  Industry  Practices 
(40  FR  39901,  August  24, 1975) 

Regulatory  Flexibility 

On  January  22, 1981,  the  Commission 
republished  for  public  comment  a 
revised  version  of  its  proposed  trade 
regulation  rule  to  govern  funeral 
industry  practices.  The  rule  had  been 
substantially  modified  from  the  rule 


originally  proposed  in  1975  and  had 
been  further  revised  from  the  version 
tentatively  approved  in  substance  by  the 
Commission  in  1979.  The  rule  was 
republished  to  comply  with  Section  19  of 
the  FTC  Improvements  Act  of  1980. 
Section  19  placed  certain  limits  on  the 
Commission’s  authority  to  regulate  the 
funeral  industry  and  required  that  any 
reinsed  rule  complying  with  these  limits 
be  published  for  public  comment  before 
the  Commission  made  a  final 
determination  on  whether  or  not  to 
adopt  the  rule. 

On  July  17, 1981,  after  receiving  and 
considering  public  comments  and  staff 
recommendations  on  the  proposal,  the 
Commission  voted  to  approve  a  version 
of  the  proposed  rule  for  purposes  of 
transmitt^  to  the  Office  of  Man€igement 
and  Budget  for  review  of  its 
recordkeeping  requirement  The  rule  so 
approved  has  the  following  major 
substantive  features: 

1.  Price  disclosures — ^The  rule  would 
require  that  consumers  be  provided  with 
itemized  price  information  (a  general 
price  list  casket  price  list  and  outer 
burial  container  price  list  or  a 
combination  of  these  lists)  in  the  funeral 
home  upon  beginning  discussions  about 
particmar  services  or  merchandise.  It 
would  further  require  that  itemized  price 
information  be  available  to  consumers 
over  the  telephone  upon  request  and 
that  they  be  given  a  written  statement 
listing  charges  for  the  services  and 
merchandise  they  select  at  completion 
of  their  arrangements  conference. 

2.  Misrepresentations — ^It  would  be  a 
violation  of  the  rule  to  misstate  legal  or 
cemetery  requirements.  Specific 
misrepresentations  prohibited  would  be 
claims  that  embalming  is  required  by 
law  in  all  cases,  that  a  casket  is  required 
by  law  for  direct  cremations,  or  that  an 
other  burial  container  is  required  by  law 
to  surround  the  casket  in  the  grave  when 
such  is  not  the  case.  Other 
representations  prohibited  would  be 
claims  that  funeral  goods  or  services 
can  preserve  the  body  for  extended 
periods  of  time  and  claims  that  cash 
advance  items  (items  obtained  from  a 
third  party)  are  provided  at  cost  when 
they  are  not.  The  rule  would  also  require 
funeral  providers  to  make  certain 
written  disclosures  to  inform  consumers 
about  their  options  in  deciding  whether 
or  not  to  pur^ase  embalming  or  other 
funeral  goods  and  services. 

3.  Other  Unfair  or  Deceptive 
Practices — ^The  rule  would  prohibit 
funeral  providers  from  con^tioning  the 
sale  of  goods  or  services  upon  the 
purchase  of  other  goods  or  services, 
would  further  proUbit  them  firom 
requiring  caskets  for  direct  cremations, 
ano  ^''ould  require  that  unfinished  wood 


boxes  or  alternative  containers  be  made 
available  to  customers  desiring  to 
arrange  direct  cremation. 

The  staff  is  presently  writing  a 
statement  of  basis  and  purpose  and 
related  documents. 

Objectives 

’The  proposed  funeral  rule  is  intended 
to  stimulate  competition  in  the  funeral 
industry  and  thereby  reduce  possible 
economic  injiuy  to  ^eral  purchasers. 
Injury  may  res^t  from  inadequate 
access  to  price  and  other  information 
needed  in  shopping  for  and  purchasing 
those  items  which  best  meet  a  funeral 
purchaser’s  individual  needs  at  the  best 
price  available.  The  rule  is  also  intended 
to  reduce  the  extent  to  which  funeral 
providers  may  (1)  misrepresent  the 
utility  of  and  need  for  certain  goods  and 
services,  (2)  provide  and  then  biU  for 
services  without  asking  for  or  receiAong 
permission  to  provide  Aem  and  (3) 
require  consumers  to  purchase 
combinations  of  goods  which  may 
include  items  they  do  not  want 

Legal  Authority 

Federal  Trade  Commission  Act 
Sections  5  imd  18, 15  U.S.C.  45  and  57(a), 
as  limited  by  the  Federal  Trade 
Commission  Improvements  Act  of  1980, 
Pub.  L  96-252, 94  Stat.  374,  section  19. 

Timing 

Final  Commission  Action— March 
1982. 

Responsible  Person 

Robert  A.  M.  Schick,  Division  of 

Professional  Services,  Bureau  of 

Consumer  Protection.  Federal  Trade 

Commission,  Washington,  D.C  20580, 

(202)  523-3885. 

Amendment  to  Care  Labeling  of  Textile 
Wearing  Apparel  Rule,  16  CFR  Part  423 

(41  FR  3747,  January  26, 1976) 

Regulatory  Flexibility 
The  Proposed  Amendment 

An  existing  rule,  effective  since  July, 
1972,  requires  that  all  consumers’ 
wearing  apparel  and  piece  goods  used  to 
mcike  wearing  apparel  contain  a  “Care 
Label”  which  informs  consumers  about 
proper  procedures  for  such  things  as 
cleaning,  drying,  and  ironing. 

’The  amendments  that  were  proposed 
would  extend  the  rule  to  cover  all  textile 
products  including  carpets  and  rugs, 
upholstered  furniture,  yarns  and  Ihiens. 
Tlie  amendments  would  also  require  a 
more  complete  statement  of  the  care 
procedure,  the  use  of  standardized  care 
terminology  and  the  establishment  of  a 
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basis  of  accuracy  for  each  care 
procedure  prescribed  in  a  label. 

Hie  proposed  amendments  were 
approved  in  substance  by  the 
Commission  on  December  17, 1980.  On 
January  5, 1981,  the  Commission 
published  in  the  Federal  Register  a 
notice  soliciting  technical  comment  on 
the  language  of  the  rule,  to  determine 
whether  its  provisions  adequately  and 
clearly  convey  the  Commission’s 
intentions.  The  staff  is  presently 
summarizing  the  comments  received  and 
preparing  a  statement  of  basis  and 
purpose  and  related  documents  for  final 
Commission  review. 

Objective 

The  rule  and  its  amendment  seek  to 
inform  consumers  what  care  procedures 
should  be  used  to  make  certain  that  the 
utility  and  appearance  of  purchased 
textile  products  will  not  be  impaired.  In 
addition,  the  information  thus  made 
available  would  permit  an  informed 
choice  among  competing  products. 

Legal  Authority 

Federal  Trade  Commission  Act 
Sections  5  and  18, 15  U.S.C  45  and  57(a). 

Timing 

Final  Commission  Action — February, 
1982. 

Responsible  Person 

Earl  Johnson,  Division  of  Energy  and 

Product  Information,  Bureau  of 

Consumer  Protection,  Federal  Trade 

Commission,  Washington,  D.C.  20580, 

(202)  724-1362 

Proprietary  Vocational  and  Home  Study 
Schools 

(39  FR  39385,  August  15, 1974);  Final  Rule 
published  (43  FR  60796,  December  28. 1978): 
set  aside  and  remanded  by  Court  of  Appeals 
in  Katharine  Gibbs  (School),  Inc.  v.  FTC,  612 
F.  2d  658  (2nd  Cir.  1979);  Staff 
Recommendation  published  (46  FR  35668,  July 
10. 1981) 

Regulatory  Flexibility 
The  Rule 

The  rule  as  originally  issued  required 
Proprietary  Vocationcd  and  Home  Study 
Schools  to  provide  pro  rata  refunds  to 
students  who  withdraw  ffom  their 
courses;  to  provide  information  to 
prospective  students  concerning  the 
schools’  graduation  and  placement 
records  cmd  to  provide  an  initial 
fourteen  day  cooling-off  period  in  which 
students  can  cancel  their  enrollment 
contracts  and  receive  fuU  refunds.  The 
Court  of  Appeals  expressed 
disagreement  with  the  breadth  of  the  pro 
rata  refund  requirement  and  the  manner 
in  which  the  rule  required  disclosure  of 


placement  and  earnings  information. 

The  Court  also  found  the  rule  to  be 
procedurally  deficient  for  not  specifying 
the  unfair  or  deceptive  trade  practices 
the  rule  seeks  to  prevent 

On  July  10, 1981  the  Commission 
published  the  staff’s  recommended  ' 
revised  draft  of  the  rule  for  sixty  days  of 
discussion  and  comment  by  interested 
parties.  The  staff  is  presently  preparing 
additional  recommendations  for  the 
Commission. 

Objectives 

The  rule’s  objectives  are  to  create 
economic  incentives  for  schools  to  avoid 
deceptive  sales  practices,  to  prevent 
deception  by  requiring  schools  to 
provide  material  information  to 
prospective  students,  and  to  provide 
students  with  contractual  remedies 
which  they  can  use  to  protect 
themselves  when  necessary. 

Legal  Authority 

Federal  Trade  Commission  Act 
Sections  5  and  18, 15  U.S.C.  45  and  57(a). 

Timing 

Commission  consideration  of  staff 
recommendations  to  respond  to  Court  of 
Appeals  order  of  remand — June,  1982. 

Responsible  Person 

Walter  Gross,  Division  of  Marketing 

Abuses,  Bureau  of  Consumer 

Protection,  Federal  Trade 

Commission,  Washington.  D.C.  20560. 

(202)  523-3860 

Hearing  Aids 

(40  FR  26646,  June  24, 1975) 

Regulatory  Flexibility 
The  Proposed  Rule 

The  proposed  regulation  currently 
under  consideration  would  afford 
hearing  aid  purchasers  a  right  to  cancel 
the  transaction  within  30  days  of 
purchase  subject  only  to  reasonable 
service  charges.  In  addition,  the 
proposal  would  prohibit  advertising 
claims  that  a  hearing  aid  will  halt  or 
retard  hearing  loss  or  that  it  will  restore 
normal  hearing. 

The  staff  is  analyzing  the  rulemaking 
record  for  further  consideration  by  the 
Commission. 

Objectives 

The  purpose  of  this  proposal  is  to 
prevent  deceptive  and  unfair  sales 
practices  in  the  sale  of  hearing  aids  and 
to  give  consumers  contractual  remedies 
against  the  risk  that  the  device  will 
provide  no  significant  benefit  to  the 
user. 


Legal  Authority 

Federal  Trade  Commission  Act. 
sections  5, 12, 15  and  18, 15  U.S.C.  45,  55  ^ 
and  57(a). 

Timing 

Commission  Consideration  of  Staff 
Analysis — ^June,  1982. 

Responsible  Person 

Maryanne  S.  Kane..D>vision  of  Food  and 
Drug  Advertising,  Bureau  of  Consumer 
Protection,  Federal  Trade 
Commission,  Washington,  D.C.  20580, 
(202)  724-1488 

Protein  Supplements 

(40  FR  41144,  September  5, 1975) 

Regulatory  Flexibility 
The  Proposed  Rule 

The  proposed  rule  addresses  the 
advertising  and  labeling  of  protein 
supplements  in  three  ways.  First,  there 
are  provisions  designed  to  inform 
consumers  of  certain  health  hazards. 
Thus,  fw  example,  a  labeling  disclosiure 
would  be  a  required  warning  against  use 
for  infants.  Serand,  the  rule  would 
prohibit  certain  false  or  deceptive 
claims,  sfich  as  the  claim  that  use  of  a 
protein  supplement  can  counteract  or 
delay  the  signs  of  aging.  Third,  the  rule 
as  presently  proposed  would  require  a 
general  disclosure  in  the  advertising  and 
labeling  of  these  products  to  the  effect 
that  most  Americans  receive  all  the 
protein  they  need  from  the  food  they  eat. 
Public  comments  on  the  staff  and 
presiding  officer's  reports  are  now  being 
analyzed  by  the  staff. 

Objectives 

The  proposed  rule  was  developed  to 
limit  misrepresentations  in'advertising 
and  labeling  and  to  provide  information 
that  some  of  these  products  may  be 
inappropriate  or  hazardous  for  certain 
uses  (e.g.,  for  infants).  The  rule  was  also 
proposed  to  remedy  misrepresentations 
about  the  need  for  dietary  protein 
supplements  to  the  typical  consumer 
diet. 

Legal  Authority 

Federal  Trade  Commission  Act, 
sections  5, 12,  and  18, 15  U.S.C.  45,  52 
and  57(a). 

Timing 

Final  Staff  Recommendations  to  the 
Commission — ^June,  1982. 

Oral  Presentation  before  Commission, 
if  appropriate — ^July,  1982. 

Commissicm  Consideration — ^July, 
1982. 
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Responsible  Person 

Harrison  Sheppard,  San  Francisco 
Regional  Office.  Federsd  Trade 
Commission,  450  Golden  Gate 
Avenue,  San  Francisco,  CA  94102, 

(415) 556-1270 

Mobile  Home  Sales  and  Service 
(40  FR  28334,  May  29. 1975) 

Regulatory  Flexibility 
The  Proposed  Rule 

The  staff  has  recommended  a  trade 
regulation  rule  concerning  warranty 
practices  in  the  mobile  home  industry. 
This  recommended  rule  contains 
substantial  modifications  and  deletions 
from  the  originally  proposed  rule.  It 
would  set  30  day  time  limits  within 
which  the  warrantor  must  complete 
warranty  repairs  and  require 
manufacturers  or  their  service  agents  to 
perform  pre-occupancy  inspection  of  the 
home.  It  would  also  require  that 
manufacturers  who  offer  written 
warranties  on  mobile  homes  maintain 
recordkeeping  systems  and  disseminate 
a  consumer  questionnaire  to  monitor  the 
adequacy  of  factory  and  dealer  repairs. 
The  recommended  rule  also  would 
require  that  manufactmers  enter  into 
'  written  service  agreements  with  dealers 
and  others  who  perform  warranty 
repairs  which  specify  who  is  responsible 
for  making  the  repairs.  Under  the  rule, 
written  warranties  must  include  specific 
time  deadlines  for  service;  set  up  and 
transportation  damage  cannot  be 
excluded  from  coverage;  and  repairs 
cannot  be  contingent  on  return  of  the 
home  to  the  factory  or  return  of  a 
registration  card. 

The  recommended  rule  seeks  to  set 
performance  standards  for  warranty 
service  and  service  systems,  but  the 
appropriate  degree  of  flexibility  for  each 
rule  provision  remains  to  be  resolved.  A 
possible  alternative  to  specific  time 
deadlines  for  warranty  repairs  would 
allow  individual  manufacturers  and 
dealers  to  set  their  own  deadlines,  so 
long  as  they  were  disclosed  in  their 
w€UTanties.  The  recommended  rule  sets 
out  eight  issues  that  must  be  addressed 
in  the  written  service  agreement 
between  the  manufacturer  and  dealer.  If 
specific  service  deadlines  and  related 
requirements  are  retained  in  any  final 
rule  that  is  promulgated,  they  may 
obviate  the  need  for  the  written 
agreement  to  include  some  of  the  terms 
that  essentially  track  obligations  the 
recommended  rule  would  impose  on 
manufacturers. 

Consideration  will  also  be  given  to  the 
need  for  a  pre-occupancy  inspection  by 
the  warrantor  or  its  agent  and  whether 
responsibility  for  set  up  and 


transportation  damage  should  rest  on 
the  manufacturer. 

Finally,  the  recommended  rule 
requires  manufacturers  to  monitor  the 
effectiveness  of  factory  and  dealer 
warranty  repairs  by  maintaining  service 
records  and  disseminating  consumer 
questionnaires.  An  alternative  may  be  to 
have  manufacturers  select  their  own 
monitoring  devices,  rather  than  require 
the  use  of  a  questionnaire. 

Objectives 

Most  mobile  home  manufacturers 
offer  a  one  year  written  warranty  to 
cover  defects  in  the  materials  and 
workmanship  of  the  home.  This 
warranty  obligates  them  to  repair 
defects,  yet  the  rulemeddng  record 
indicates  that  many  do  not  do  so  in  an 
adequate  or  timely  maimer.  The  purpose 
of  the  recommended  rule  is  to  create 
incentives  for  warrantors  to  fulfill  their 
warranty  obligations  by  providing 
services  or  repairs  within  a  reasonable 
period  of  time. 

Legal  Authority 

Federal  Trade  Commission  Act. 
sections  5  and  18, 15  U.S.C.  45  and  57(a). 

Timing 

Final  Staff  recommendations  to 
Commission — ^April,  1982. 

Oral  Presentation  before 
Commission— May>  1982. 

Commission  consideration — June. 

1982. 

Responsible  Person 

Eloise  Gore  or  Allen  Hile,  Division  of 

Product  Reliability,  Bureau  of 

Consumer  Protection,  Washington, 

D.a  20580,  (202)  523-3500 

Credit  Practices 

(40  FR  16347,  April  11. 1975) 

Regulatory  Flexibility 
The  Proposed  Rule 

The  rule  addresses  the  use  in 
consumer  credit  transactions  of  a 
vcuiety  of  contractual  and  other 
collection  remedies.  Remedies 
addressed  by  the  rule  include: 

1.  Confession  of  judgment— The 
debtor  signs  a  form  which  authorizes  the 
creditor  to  obtain  a  court  judgment 
against  him  or  her  without  notice  to  the 
debtor  or  an  opportunity  to  be  heard. 
The  rule  would  prohibit  the  use  of 
confessions  of  judgment 

2.  Waivers  of  state  property 
exemptions — ^The  debtor  waives  the 
right  granted  by  state  law,  to  keep 
certfiin  minimal  property  if  a  court 
judgment  is  obtained  against  him  or  her. 
The  rule  would  prohibit  the  use  of  such 
waivers. 


3.  Wage  assignments — ^The  debtor 
authorizes  the  creditor  to  seize  a  portion 
of  his  or  her  wages  without  first 
obtaining  a  court  judgment  The  rule 
would  prohibit  the  use  of  wage 
assignments  unless  they  are  revocable. 

4.  Blanket  security  interests  in 
household  goods — ^These  security 
interests  give  the  creditor  the  ri^t  to 
take  all  of  the  debtor’s  household  goods 
in  the  event  of  default  The  rule  would 
prohibit  the  use  of  security  interests  in 
household  goods  except  to  secure  credit 
used  to  finance  the  purchase  of  such 
goods. 

5.  Cross-collateral  security  interests — 
These  security  interests  allow  a 
merchant  to  take  all  goods  that  a 
consumer  has  purchased  from  that 
merchant  over  an  extended  period  of 
time,  in  the  event  of  the  consumer's 
failure  to  pay  for  a  single  purchase.  The 
rule  would  prohibit  cross-collateral 
security  interests  unless  collateral  is 
released  from  the  security  agreement  as 
the  consumer  pays  for  it  in  the  order  it 
was  purchased 

6.  Deficiencies — Following  the 
repossession  and  S€de  of  collateral,  the 
creditor  can  sue  the  debtor  for  a 
deficiency,  i.e.,  the  difference  between 
the  price  obtained  by  the  creditor  for  the 
product  and  the  amount  the  consumer 
owes.  Sales  of  repossessed  collateral 
may  result  in  large  deficiencies  still 
owing  to  the  creditor.  The  rule  would 
prohibit  collection  of  deficiencies  unless 
the  debtor  is  credited  with  the  fair 
market  retail  value  of  the  collateral. 

7.  Attorney’s  fee  clauses — ^These 
clauses  require  tiie  debtor  to  pay  the 
creditor’s  attorney’s  fees  in  th6  event 
that  legal  action  to  collect  a  debt 
becomes  necessary.  In  some  instances, 
attorney’s  fees  assessed  under  these 
clauses  may  be  larger  than  actual  court 
costs  or  the  cost  of  actual  service 
provided  The  rule  would  prohibit 
attorney’s  fees  clauses  in  consumer 
credit  contracts. 

8.  Late  charges  are  penalty  fees  that 
the  creditor  assesses  when  tiie  debtor 
fails  to  pay  an  installment  on  time. 
Sometimes  these  charges  are 
"pyramided”,  Le.,  a  creditor  allocates 
payments  in  such  a  way  that  a  single 
late  or  missed  payment  may  result  in  the 
debtor  being  assessed  a  late  fee  on  all 
subsequent  installments.  The  rule  would 
prohibit  pyramiding  of  late,  charges. 

9.  Third  party  contacts— The  record 
indicates  that  some  creditors  make 
contacts  for  debt  collectttHi  ptaposes 
with  tltird  parties,  such  as  r^tives, 
neighbors,  or  the  debtor’s  employer. 
Su^  contacts  may  tend  to  invade 
privacy  and  may  harm  a  debtor’s 
empIo3rment  relationship  and  lead  to  job 
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loss.  The  rule  would  require  creditors  to 
agree  in  credit  contracts  not  to  engage  in 
third  party  contacts  except  to  locate 
debtors  or  to  verify  debtor  assets. 

10.  Cosigners — Creditors  sometimes 
have  the  debtor  obtain  one  or  more 
cosigners  who  agree  to  pay  the  debt  if 
the  principal  debtor  defaults.  The 
evidence  shows  that  cosigners  may  not 
understand  that  the  obligation  they 
undertake  is  substantial.  The  rule  would 
require  creditors  to  give  cosigners  a 
notice  informing  them  of  their  obliga¬ 
tion,  along  with  copies  of  documents 
relating  to  the  debt.  Creditors  would 
also  have  to  notify  cosigners  of  serious 
delinquency  on  the  part  of  the  principal 
debtor  and  to  make  serious  efforts  to 
collect  from  the  principal  before 
collecting  from  a  cosignor.  When  a 
person  is  solicited  to  be  a  cosigner  after 
an  account  is  in  default,  the  potential 
cosigner  would  have  to  be  given  a  3-day 
cooling  off  period  to  evaluate  his  or  her 
obligation. 

A  variety  of  alternatives  to  the  staffs 
recommended  rule  are  imder 
consideration.  These  include; 
substituting  a  “loser  pays”  approach  to 
attorney’s  fees  clauses  in  place  of  the 
proposed  ban  on  such  clauses;  limiting 
the  proposed  prohibition  against  third 
party  contacts  to  contacts  with 
employers;  eliminating  proposed  ^ 
protections  for  cosigners  which  go 
beyond  disclosure  of  the  obligations 
they  are  undertaking;  elimination  of  the 
proposed  prohibition  on  blanket  security 
interests  in  household  goods;  deletion  of 
the  proposed  cross-collateralization 
provision  from  the  rule;  and 
modification  of  the  deficiency  balances 
section  of  the  rule  to  permit  creditors  to 
calculate  deficiencies  based  on  either 
the  wholesale  or  retail  value  of  the 
collateral,  as  determined  by  an  actual 
sale. 

The  Commission  will  consider  all  of 
these  alternatives,  as  well  as  others 
suggested  by  participants  in  the 
proceeding,  and  will  decide  what  form 
of  rule,  if  any,  it  should  ultimately 
promulgate. 

Objectives 

When  debtors  default,  they  become 
subject  to  a  variety  of  legal  remedies 
that  creditors  use  to  collect  money. 
Many  creditor  remedies  are  appropriate 
collection  devices.  Certain  others, 
however,  may  inflict  substantial  injury 
on  debtors  which  is  disproportionate  to 
the  economic  value  of  the  remedy.  The 
proposed  rule  would  restrict  some  of 
these  remedies  in  cases  where  their  use 
causes  serious  harm  to  debtors  which  is 
substantially  greater  than  the  resulting 
economic  benefit  to  creditors  from  the 
availability  of  the  collection  remedy. 


Legal  A  uthority 

Federal  Trade  Commission  Act 
Sections  5  and  18, 15  U.S.C.  45  and  57(a). 

Timing 

Final  staff  recommendations  to 
Commission-^ebruary,  1982. 

Oral  presentation  before 
Commission — ^March,  1982. 

Commission  Consideration — ^April, 
1982. 

Responsible  Person 

David  Williams,  Division  of  Credit 
Practices,  Bureau  of  Consumer 
Protection,  Federal  Trade 
Commission,  Washington,  D.C.  20580, 
(202)  724-1100. 

Antacid  Advertising 
(41 FR 14534-25.  April  6. 1976) 

The  Proposal 

The  Commission  did  not  propose  a 
rule  at  the  outset  of  this  proceeding. 
Rather  than  making  a  specific  proposal, 
the  Commission  focused  the  proceeding 
on  whether,  and  in  what  form,  warnings 
required  by  the  Food  and  Drug 
Administration  (“FDA”)  in  the  labeling 
of  non-prescription  antacids  should  also 
appear  in  the  advertising  for  such 
products.  The  proceeding  has  explored 
and  considered  various  alternatives, 
including  no  warnings  whatsoever,  a 
general  warning  (which  refers  generally 
to  the  existence  of  risk  and  directs 
consumers  to  the  label),  various  specific 
warnings  (which  specifically  disclose 
the  existence  of  particular  risks),  and 
various  combinations  of  general  and 
specific  warnings.  A  decision  by  the 
staff  on  the  final  form  of  a  recommended 
rule  has  not  yet  been  made. 

Objectives 

Any  rule  in  this  area  would  be 
designed  to  prevent  deceptive 
advertising  claims  for  over-the-counter 
antacid  products.  In  particular,  a  rule 
would  be  aimed  at  preventing  the 
deceptive  implication  that  antacid 
products  are  safe  and  can  be  taken  by 
anyone  without  any  adverse  effects. 

Legal  A  uthority 

Federal  Trade  Commission  Act, 
sections  5, 12, 15  and  18, 15  U.S.C.  45,  52, 
55  and  57(a). 

Timing 

Publication  of  Staff  Report-^-April, 
1982. 

Public  Comment  on  Presiding  Officer 
and  Staff  Reports — No  less  than  60  days 
following  publication  of  staff  report. 


Responsible  Person 

Joel  Brewer,  Division  of  Food  and  Drug 

Advertising,  Bureau  of  Consumer 

Protection,  Federal  Trade 

Commission,  Washington,  D.C.  20580, 

(202)  724-1530 

Health  Spas 

(40  FR  34615;  August  18. 1975) 

Regulatory  Flexibility 
The  Proposed  Rule 

The  proposed  rule  would  require  that 
health  spa  membership  contracts 
include  provisions  which  would  grant 
consumers  the  right  to  cancel  and 
receive  a  full  refund  without  penalty, 
during  a  three-day  cooling-off  period.  If 
the  contract  is  with  a  seller  whose 
facilites  are  not  yet  fiilly  operational,  the  ' 
proposed  rule  would  provide  that  the 
consumer’s  right  of  cancellation  may  be 
exercised  within  ten  days  after  receipt 
of  notice  that  the  spa  facilities  are  fully 
operational  and  available.  Following  the 
expiration  of  the  cooling-off  period,  the 
proposed  rule  would  require  that  the 
health  spa  contract  afford  the  consumer  • 
an  additional  right  to  cancel  at  any  time 
prior  to  the  contract’s  expiration;  In  this 
instance,  however,  the  seller  would  be 
allowed  to  retain  a  cancellation  fee  not 
in  excess  of  5%  and  a  pro-rata  portion  of 
the  contract  price  based  on  the  period  of 
time  the  facilities  were  available  to,  or 
used  by,  the  consumer.  The  balance  of 
the  contract  price  would  have  to  be 
refunded  to  Ae  consumer  within  ten 
business  days  after  cancellation  of  the 
contract. 

Other  provisions  of  the  proposed  rule 
prescribe  the  manner  and  form  of  giving 
the  consumer  notice  of  this  cancellation 
right,  prohibit  the  use  of  long-term  ' 
contracts,  and  prohibit  the  receipt  of 
more  than  5%  of  the  contract  price  from 
consumers  if  a  spa  is  not  fully 
operational  and  available  for  use. 

The  staff  is  presently  completing  its 
analysis  of  the^rulemaking  record  and 
its  report. 

Objectives 

The  Rule’s  objectives  are  to  create 
economic  incentives  for  health  spas  to 
avoid  unfair  or  deceptive  sales  practices 
and  to  provide  consumers  with 
contractual  remedies  which  they  can  use 
to  protect  themselves  when  necessary. 

Legal  Authority 

Federal  Trade  Commission  Act, 
sections  5  and  18, 15  U.S.C.  45  and  57(a). 

Timing 

Publication  of  Staff  Report — ^July, 

1982. 
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Public  Comment  on  Presiding  Officer 
and  Staff  Reports — ^No  less  than  60  days 
following  publication  of  staff  report 

Responsible  Person 

John  Crowley,  Federal  Trade 

Commission.  New  York  Regional 

Office,  26  Federal  Plaza,  New  York, 

NY  10278,  (212)  264-1213 

Standards  and  Certification 

(43  FR  57269  December  7, 1978) 

Regulatory  Flexibility 

The  rule  that  was  proposed  in  1978 
would  require  standards  developers  to 
provide  notice  of  their  standards-setting 
proceedings  to  representatives  of  all 
interests  that  are  likely  to  be  affected 
and  to  assure  all  interested  persons  fair 
opportunity  to  participate  in  the 
proceeding.  Further,  it  would  require  the 
establishment  of  challenge  and  appeal 
mechanisms  to  resolve  complaints  about 
deceptive  or  unduly  restrictive 
standards.  Certifiers  covered  by  it 
would  be  responsible  for  the 
truthfulness  of  their  certifications,  and 
would  be  obligated  to  take  action  to 
stop  misuse  of  their  seals  of  approval  by 
producers. 

This  rulemaking  is  affected  by  the 
Federal  Trade  Commission 
Improvements  Act  of  1980,  Pub.  L  96- 
252.  More  specifically,  the  Commission’s 
authority  to  issue  the  Standards  and 
Certification  rule  with  respect  to  “unfair 
or  deceptive  acts  or  practices”  under 
§  18  of  the  FTC  Act  has  been  removed. 
The  1980  Act  leaves  unaffected 
whatever  authority  the  FTC  might  have 
under  any  other  provision  of  the  Act  to 
issue  a  rule  with  respect  to  “unfair 
methods  of  competition."  The 
Commission  has  determined  that  the 
most  efficient  way  to  decide  what 
Commission  action,  if  cuny,  is  necessary 
in  this  area  is  to  complete  the  analysis 
of  the  rulemaking  record  gathered  to 
date. 

In  addition  to  an  FTC  rule  addressed 
to  unfair  methods  of  competition,  there 
are  a  variety  pf  possible  Commission 
actions  under  consideration.  Industry 
guides  or  statements  of  enforcement 
policy  could  be  issued  and  these  could 
be  enforced  on  a  case-by-case  basis. 
Also  under  review  are  other  govenment 
adtivities  which  affect  the  area  to 
determine  whether  their  impact  on 
competitive  and  consumer  problems 
would  reduce  the  need  for  FTC  action. 
One  such  activity  is  implementation  of 
OMB  Circular  A-119.  Federal 
Partidpation  in  the  Development  and 
Use  of  Voluntary  Standards. 


Objectives 

Activity  in  this  area  is  intended  to 
reduce  the  incidence  and  severity  of 
injuries  to  competition  and  consumers 
that  may  result  from  private  standards 
development  and  product  certification 
acitivities.  Some  20,000  product 
standards  are  set  by  trade  assodations, 
technical  and  professional  societies, 
product  testing  laboratories,  and  other 
private  sector  groups.  They  are  relied  on 
by  consumers,  building  code  officials. 
Federal  and  State  agendes,  and  others 
for  regulatory  and  procurement 
purposes.  Generally,  these  standards 
provide  significant  benefits,  such  as 
lowering  Uie  cost  of  communications 
between  buyers  and  sellers:  improving 
the  transfer  of  technology;  encouraging 
efficiencies  in  design,  production,  and 
inventory;  and  assuring  such  things  as 
the  safe^,  fitness,  and  energy  efficiency 
of  products.  However,  substantial  injury 
to  competition  and  consumers  can  occur 
if  standards  development  or  certification 
activities  block  the  use  of  superior  or 
lower  cost  technology,  prevent 
businesses  from  competing  in  profitable 
industries,  establish  inadequate  or 
inappropriate  product  safety  levels, 
inflate  product  prices,  or  deceive 
consumers  about  the  quality  of  products. 

Legal  Authority 

Federal  Trade  Commission  Act, 
Sections  5  and  6  (g),  15  U.S.C.  45  and 
46(g];  Federal  Trade  Commission 
Improvements  Act.  Pub.  L.  96-252, 94 
Stat.  374,  7. 

Timing 

Publish  Staff  Report — May  1982. 

Presiding  Officer's  Report — 60  days 
after  Staff  Report. 

Post-Record  Comments — 60  days  after 
Presiding  Officer’s  Report. 

Responsible  Person 

Robert }.  Schroeder,  Division  of  Product 

Reliability,  Bureau  of  Consumer 

Protection,  Federal  Trade 

Commission,  Washington,  D.C.  20580, 

(202)  523-3936 

Amendment  to  Eyeglasses  Rule 
(16  CFR  Part  456)  and  Eyeglasses  II 
Regulatory  Flexibility 
The  Proposal 

The  staff  has  written  a  report 
recommending  proposed  amendments  to 
the  Eyeglasses  Rule  (16  CFR  Part  456) 
concerning  release  of  eyeglass  and 
contact  lens  prescriptions  following  the 
dispensing  of  the  goods,  and  new  trade 
regulation  rule  provisions  which  would 
remove  state-imposed  restrictions  on  (1) 
lay  or  corporate  employment  of 


optometrists  and  opticians,  (2)  locations 
of  practice,  (3)  branch  officers  and  (4) 
use  of  trade  names.  Hie  Commission 
has  made  no  determination  on  the 
findings  and  recommendations  of  the 
staff:  hence,  no  formal  rulemaking  has 
been  initiated. 

The  Commission  has  issued  an 
Advance  Notice  of  Proposed 
Rulemaking  (ANPR)  (45  FR  79823-831, 
Dec.  2, 1980)  requesting  public  comment 
on  the  staff’s  analysis  and 
recommendations  and  on  alternative 
courses  of  action  which  the  Commission 
might  take.  *1116  ANPR  comment  period 
closed  on  February  2. 1961.  The 
Commission  staff  reviewed  and 
analyzed  the  comments  which  were 
received  and  forwarded  its 
recommendations  to  the  Director, 

Bureau  of  Consumer  Protection.  Based 
upon  the  coipments  and  staff 
recommendations.  The  Commission  will 
decide  what  action  is  appropriate. 

In  addition  to  the  staff 
recommendations,  the  Commission  is 
considering  alternative  courses  of 
action.  One  of  the  alternatives  is  a 
publioetion  of  a  Commissiem  report 
along  with  a  model  State  law  for  review 
by  the  States.  Such  a  model  statute 
might,  for  example,  permit  optometrists 
and  opticians  to  practice  in  commercial 
settings  but  at  the  same  time  ensure 
protection  of  quality  of  care  by  including 
minimum  standards  for  eye 
examinations  and  equipment  and  the 
protection  of  the  doctor-patient 
relationship. 

Another  alternative  would  be  the 
issuance  of  a  volimtary  guide,  including 
some  or  all  of  the  provisions 
recommended  by  the  Commission’s  staff 
for  a  rulemaking.  A  guide  could  define, 
for  example,  the  kinds  of  private 
restrictions  on  commercial  practice  that 
the  Commission  believed  unjustifiably 
inhibited  competition  among  eye  care 
providers  or  consumer  access  to 
alternative,  low  cost  eye  care  goods  and 
services.  Such  guides  could  be  followed 
up  by  case  enforcement. 

Objectives 

The  objective  of  the  Commission’s 
investigation  is  to  reduce  public  and 
private  restraints  which  increase 
consumer  prices  and  limit  accessibility 
to  vision  care  but  which  do  not  appear 
necessary  to  protect  the  public  health 
and  safety.  The  principal  question  the 
Commission  is  exploring  is  the  impact  of 
the  restrictions  noted  a^ve  on  the 
price,  quality  and  availability  of  vision 
care.  'llie  investigation  has  sought, 
through  the  development  of  statistically 
valid  market  research,  to  determine 
whether  higher  prices  result  from  these 
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restrictions  and,  if  so.  whether  offsetting 
consumer  benefits  also  result  from  these 
restrictions. 

Legal  Authority 

Federal  Trade  Commission  Act, 
Sections  5  and  18, 15  U.S.C.  45  and  57(a). 

Timing 

Commission  decision  on  appropriate 
action — ^February,  1982. 

Responsible  Person 

Christine  Latsey,  Division  of 

Professional  Services,  Bureau  of 

Consumer  Protection,  Federal  Trade 

Commission,  Washington,  D.C.  20580, 

(202)  523-3426 

Amendment  to  Labeling  and  Advertising 
of  Home  Insulation  Rule,  16  CFR  Part 
460 

(42  FR  59678. 1977) 

The  Amendment 

The  Commission’s  home  insulation 
trade  regulation  rule  became  effective 
on  September  29, 1980.  The  rule  requires 
manufacturers  of  insulation  products 
sold  for  residential  use  to  test  their 
products  to  determine  insulating  ability 
(“R-value”),  and  to  disclose  R-values 
and  related  information  on  product 
labels  and  on  fact  sheets  to  be  made 
available  to  consumers  by  retailers.  It 
requires  disclosure  of  R-values  and 
related  information  by  insulation 
installers  and  new  home  sellers.  It 
requires  advertisers  to  have  a 
reasonable  basis  for  energy  savings 
claims  they  make  about  specific 
insulation  products,  and  to  disclose 
specific  additional  information  in 
advertisements  or  other  promotional 
materials  when  they  make  energy 
savings  claims  about  an  insulation 
product  or  refer  to  the  product’s 
thickness.  R-value  or  price. 

The  Commission  has  announced  its 
intention  to- reopen  the  rulemaking 
proceeding  to  consider  whether  it  should 
amend  the  rule’s  disclosure 
requirements  insofar  as  they  apply  to 
television  advertising.  (See  ANPR,  46  FR 
47237  (Sept  25, 1981).)  The  Commission 
has  temporarily  delayed  the  effective 
date  of  those  disclosure  requirements 
pending  completion  of  these  amendment 
proceedings. 

In  addition,  the  Commission  may  lift 
the  temporary  stay  of  the  requirement  to 
test  insulation  and  its  representative 
thickness.  The  staff  is  currently 
preparing  recommendations  to  the 
Commission  with  respect  to  this  issue. 

Objectives 

The  objectives  of  the  reopening  with 
respect  to  television  advertisements  is 


to  explore  less  burdensome  alternatives 
to  the  disclosure  requirements 
promulgated  in  August,  1979.  The 
objective  of  the  representative  thickness 
requirement  is  to  ensure  that  the  R- 
values  disclosed  are  as  accurate  as 
possible. 

Legal  Authority 

Federal  Trade  Commission  Act, 
Sections  5  and  18, 15  U.S.C.  45  and  57(a). 

Timing 

Commission  Consideration  with 
respect  to  Lifting  Stay  on 
Representatives  Thickness — ^December 
1981. 

Commission  Consideration  with 
respect  to  Television  Advertising — 
March,  1982. 

Responsible  Person 

Kent  Howerton,  Division  of  Energy  and 
Product  Information,  Bureau  of 
Consumer  Protection,  Federal  Trade 
Commission.  Washington,  D.C.  20580, 
(202)  724-1515 

Modifications  to  Rule  Regarding  Pre- 
Sale  Availability  of  Written  Warranty 
Terms,  16  CFR  Part  702 

Regulatory  Flexibility 
Modifications  Being  Considered 
The  current  Pre-Sale  Availability  Rule 
requires  that  retailers  of  consumer 
products  costing  more  than  $15  make 
warranty  texts  available  to  consumers 
prior  to  purchase  by  placing  the 
warranty  text  in  one  or  a  combination  of 
four  specified  locations:  (1)  on  the 
product,  (2)  in  a  binder.  (3)  on  the 
package,  or  (4)  on  a  sigji.  Manufacturers 
are  required  to  provide  retailers  with 
materials  sufficient  to  meet  their 
obligations. 

The  Rule  modifications  currently 
'  under  consideration  would  lessen  the 
requirements  for  retailers  of  consumer 
products.  Among  the  options  under 
consideration  is  one  that  would  provide 
two  options  for  making  warranties 
available  to  consumers  prior  to 
purchase:  (1)  displaying  the  warranty 
text(s),  and/or  (2)  displayed  a  sign 
indicating  the  availability  of  warranties 
to  customers  and  provid^  the  warranty 
text(s)  upon  customer  request  In 
addition,  we  are  considering  raising  the 
threshold  for  coverage  by  the  Rule. 
Additionally,  we  have  considered 
creating  a  mechanism  in  the  Rule  to 
adjust  this  threshold  amount  to  reflect 
the  inflation  rate.  Modification  to 
manufacturers’  compliance  options  are 
also  under  consideration,  including  a 
requirement  that  manufacturers  albc  the 
warranty  text  to  all  warranted  consumer 
products  or  supply  retailers  with  tags  or 


labels  containing  the  warranty  text  for 
them  to  affix  to  all  displayed  products. 

Objectives 

The  Magnuson-Moss  Warranty  Act 
(15  U.S.C.  2302(b)(1)(A))  requires  that 
the  Federal  Trade  Commission 
promulgate  a  rule  to  require  that  the 
terms  of  written  warranties  for 
consumer  products  be  made  available  tv 
consumers  prior  to  purchase.  The  Rule 
modifications  currently  being 
considered  are  intended  to  achieve  this 
Congressional  objective  more  effectively 
by  making  the  Rule  requirements  more 
flexible  and  thus  lessening  the  costs  and 
burdens  of  compliance  w^e  still 
ensuring  consumers  access  to 
warranties  prior  to  purchase. 

Legal  Authority 

Magnuson-Moss  Wturanty— Federal 
Trade  Commission  Improvements  Act, 

15  U.S.C.  2302(b)(1)(A)  and  2309(a). 

Timing 

Commission  consideration  of 
proposed  rulemaking  to  modify  the  Pre- 
Sale  Availability  Rule — ^December,  1981. 

Responsible  Person 

Eloise  Gore,  Division  of  Product 
Reliability,  Bureau  of  Consumer 
Protection,  Federal  Trade 
Commission,  Washington,  D.C.  20580, 
(202)  523-3500 

Used  Motor  Vehicles 
(41  FR  1089,  January  6, 1976) 

Regulatory  Flexibility 
The  Rule 

The  rule  would  require  dealers  to  post 
a  window  form  on  used  cars  sold  to 
consumers  which  discloses,  in  plain 
language,  information  concerning 
warranty  coverage  offered  (if  any),  the 
meaning  of  an  "As  Is’’  sale  (in  which  no 
express  warranties  are  offered  and 
buyers  lose  the  additional  protection  of 
implied  warranties  created  by  state 
law),  and  other  important  information. 
The  form  woiild  also  inform  consumers 
that  oral  promises  are  difficult  to 
enforce  and  would  provide  space  for  the 
dealer  to  disclose  certain  specific 
mechanical  condition  defects  known  to 
him. 

The  rule  would  not  require  dealers  to 
offer  any  warranties  on  used  cars  sold, 
but  it  would  require  dealers  who  choose 
to  offer  written  warranties  to  disclose 
the  basic  scope  and  terms  of  the 
warranty  coverage  provided.  Dealers 
would  not  be  required  to  inspect 
vehicles  under  the  rule,  but  dealers  who 
are  aware  of  certain  specific  defects  in 
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the  car  at  the  time  of  sale  would  be  . 
required  to  disclose  their  existence. 

The  rule  and  accompanying  Statement 
of  Basis  and  Purpose  and  Regulatory 
Analysis  were  published  in  the  Federal 
Register  on  August  14, 1981.  The 
promulgation  date  for  the  rule  is  August 
18, 1981.  The  Commission  submitted  the 
rule  to  Congress  for  review  imder  the 
provisions  of  the  FTC  Improvements  Act  - 
of  1980  on  September  9, 1981. 

Objectives 

The  rule  is  designed  to  define  and 
prevent  deceptive  practices  in  the  sale 
of  used  cars  by  dealers  that  may  result 
in  substantial  consumer  injury.  These 
deceptive  practices  include  oral 
misrepresentations  by  dealers  about 
warranty  coverage  (e.g.,  i 

misrepresentation  that  a  warranty  is 
offered  or  of  the  terms  of  a  warranty, 
failures  to  disclose  the  meaning  of 
warranties  and  warranty  disclaimers 
prior  to  sale)  and  oral 
■lisrepresentations  about  the 
medianicel  condition  of  used  card  (e.g., 
false  claims  about  condition,  failures  to 
disclose  known  defects,  claims  about 
condition  made  wi&out  a  reasonable 
basis). 

Legal  Authority 

Federal  Trade  Commission  Act, 
sections  5  and  18, 16  U.S.C.  45  and  57(a). 

Magnuson-Moss  Warranty  Act, 
section  109(b),  15  U.S.C.  2309(b). 

Timing 

Pending  in  Congress. 

Responsible  Person 

Susan  Liss,  Division  of  Product 
Reliability,  Bureau  of  Consumer 
Protection,  Washington,  D.C.  20580, 

(202)  523-1670 

By  direction  of  the  Commission. 

Carol  M.  Thomas, 

Secretary. 

[FR  Doc.  81-31900  Filed  10-30-81;  11:18  ara| 
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